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SUMMARY  OF  RECOMMENDATIONS 

Page 

The  State  Department  of  Administration  establish  a 

procedure  to  review  appropriation  bills  for  completeness 

and  accuracy  insofar  as  legal  requirements  are  concerned.  5 

Seek  a  formal  legal  opinion  in  the  future  in  those  instances 

where  defects  are  found  to  exist  in  appropriation  authority.  g 

Prepare  written  agreements  defining  the  responsibility  and 
authority  of  the  state  and  submit  to  the  respective  student 
organizations  for  approval.  o 

Implement  the  necessary  procedures  to  properly  control  and 

account  for  funds  administered  by  the  state  advisors.  9 

Deposit  all  moneys  to  the  proper  fund  in  the  state  treasury.  9 

Establish  a  central  billing  and  cash  receipt  section  within 

the  central  accounting  office.  -i-i 

Consider  using  data  processing  in  the  preparation  of  the 

billings.  -, 

Require  timely  deposits  of  cash  receipts  and  restrictive 

endorsements  on  all  checks  immediately  upon  receipt.  13 

Provide  for  the  proper  segregation  of  duties  between  the 

claim  and  billing,  recordkeeping,  and  cashier  functions.  14 

Eliminate  the  practice  of  returning  warrants  to  program 

personnel.  24 

Implement  the  procedures  necessary  to  allow  the  State  Auditor 

to  mail  the  warrants  directly.  14 

Centralize  all  recordkeeping  and  accounting  functions  for 

federal  programs.  I5 

Reassign  the  data  processing  program  to  a  position  in  the 
organization  structure  to  achieve  a  status  independent 
of  other  organizational  units  and  users.  18 

Consider  establishing  a  "control  unit"  consisting  of 
representatives  of  the  various  users  and  the  data 
processing  program.  I9 


Develop  and  document  specific  plans  and  objectives  for 
the  data  processing  program. 


20 


The  State  Department  of  Administration  survey  the  data 
processing  operations  of  the  State  Superintendent's 
Office  and  establish  a  system  to  monitor  the  data 
processing  operations  and  needs  of  this  office.  22 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Establish  written  uniform  documentation  requirements 

for  all  programs.  24 

Evaluate  the  need  for  and  security  of  backup  data.  24 

Investigate  the  possibility  of  additional  internal  uses 
of  the  office's  computer  and  the  possibility  of  providing 
more  extensive  data  processing  services  to  schools.  27 

Consult  with  the  State  Department  of  Administration  to 

establish  a  system  of  employee  travel  advances.  28 

Limit  travel  reimbursement  to  state  employees  who  serve 
on  advisory  councils  to  that  allowed  by  Section  59-538, 
R.C.M.  1947.  29 

Require  all  employees  to  record  long  distance  telephone 
calls  chargeable  to  the  state  on  a  form  designed  for 
that  purpose.     ^  30 

Establish  review  procedures  to  verify  that  long  distance 
telephone  bills  to  the  Superintendent's  Office  are  for 
state  business.  30 

Establish  vehicle  records  which  show  vehicle  utilization 

as  well  as  vehicle  maintenance  and  operation  costs.  31 

Confer  with  the  State  Department  of  Administration  and 
State  Auditor  to  place  the  payroll  on  the  central 
payroll  system.  35 

Segregate  payroll  duties  so  that  persons  responsible  for 

payroll  preparation  do  not  have  access  to  payroll  warrants.  37 

Consult  with  the  Teachers'  Retirement  Board  to  determine 
whether  the  Superintendent's  Office  employees  are  eligible 
for  continued  membership  in  the  Teachers'  Retirement  System.  38 

Evaluate,  in  conjunction  with  the  State  Department  of  Admini- 
stration, the  feasibility  of  transferring  the  Superintendent's 
multilith  service  to  the  central  duplicating  service  unit 
of  the  Department  of  Administration.  42 

Evaluate  the  need  for  the  reducing  feature  on  the  more 

expensive  copier  and  consult  with  the  State  Department 

of  Administration  with  respect  to  continued  operation 
of  copying  machines.  43 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


Seek  adjustment  for  the  apparent  overpayment  in 

December  1971.  44 

Establish  the  procedures  necessary  to  assure  that  an 
accurate  counter  device  reading  is  made  and  submitted 
monthly  and  that  the  billings  are  not  paid  unless 
substantiated  by  an  accurate  reading.  44 

Discontinue  the  practice  of  microfilming  records,  reports, 

and  other  documents.  47 

Consult  with  the  Department  of  Administration  to : 

1.  Establish  a  basis  or  standard  for  identifying  the 

types  of  records,  etc.,  that  should  be  microfilmed.  A7 

2.  Transfer  the  microfilming  equipment  and  operation 

to  the  Department  of  Administration  under  the  control 

of  a  records  retention  program.  47 

The  State  Department  of  Administration  undertake  a  program 
to  centralize  records  retention  service  for  all  state 
executive  branch  agencies.  47 

Consider  increasing  the  film  library  rental  fees  to  the 
level  necessary  to  recover  the  necessary  costs  of  the 
film  library  program.  43 
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MORRIS  L.  BRUSETT.  C  PA. 

LEGISLATIVE  AUDITOR 


G.  DEAN  REED.  C.P.A. 
DEPUTY  LEGISLATIVE  AUDITOR 


STATE    OF    MONTANA 

STATE  CAPITOL 
HELENA.  MONTANA    59601 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


We  have  examined  the  internal  administration  of  the  Office  of  the 
State  Superintendent  of  Public  Instruction.   Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards  and  included  such 
auditing  procedures  as  we  considered  necessary  in  the  circumstances. 

This  report  includes  our  comments  and  recommendations  resulting  from 
our  examination  of  the  internal  administrative  operations  of  the  Superin- 
tendent's Office.  Although  most  of  the  recommendations  in  the  report  are 
addressed  to  the  Superintendent's  Office,  there  are  several  recommendations 
directed  to  the  State  Department  of  Administration,  particularly  in  those 
areas  where  that  department  has  concurrent  responsibility  for  the  subject 
matter  discussed  in  the  report.  Because  of  this,  we  are  providing  copies 
of  the  report  to  the  Department  of  Administration. 

We  present  the  following  comments  and  recommendations. 
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COMMENTS 


GENERAL 

From  almost  any  standpoint  of  measure,  the  operations  of  the  Office 
of  State  Superintendent  of  Public  Instruction  constitute  one  of  the  largest 
state  agencies.   Exclusive  of  the  University  System,  the  Superintendent's 
Office  easily  ranks  first  as  the  largest  agency  in  terms  of  general  fund 
appropriations  administered  and  ranks  second  only  to  the  Department  of 
Highways  in  terms  of  total  dollars  administered. 

During  the  1971-72  fiscal  year,  over  $63,600,000  was  controlled  and 
spent  or  distributed  by  the  Superintendent's  Office.   To  a  large  extent, 
the  moneys  controlled  by  the  Superintendent's  Office  represent  grants  and 
benefits  distributed  to  school  districts  and  state  institutions.   During 
1971-72,  for  example,  the  moneys  controlled  by  the  Superintendent's  Office 
were  spent  or  distributed  in  the  following  manner : 

Program  Amount       Percent  of  Total 

Central  Management 


$  721,068 

General  Support  for  Schools  438,398 

Financial  Support  for  Schools  33,267 

Data  Processing  Services  132,213 

Development  of  Vocational  and 

Occupational  Skills  404,722 

Development  of  Basic  Skills  1,291,124 

Development  of  Academic  and 

Professional  Skills  27,575 

Research,  Planning,  Develop- 
ment and  Evaluation  105,538 

Subtotal  Administration 

and  Operation  $3,153,905 


22.9 

13.9 

1.0 

4.2 

12.8 
40.9 

.9 

3.4 

100.0 


4.96 
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Program  Amount  Percent  of  Total 

Distribution  to  Special 

Education  $  5,788,977  9.10 

Distribution  to  Public 

Schools  54,677,457  85.94 

Total  Program  Costs  $63,620.339  100.00 

Source:  Actual  Expenditures  reported  in  1973-75  Executive  Budget, 


The  money  administered  by  the  Superintendent's  Office  comes  from 
several  sources,  the  most  significant  of  which  has  been  the  State  General 
Fund.   While  this  constitutes  the  single  largest  source  of  money  admini- 
stered by  the  Superintendent's  Office,  significant  amounts  are  also  derived 
from  other  sources .   The  level  of  money  from  all  sources  and  number  of 
personnel  of  the  Superintendent's  Office  have  undergone  substantial  in- 
creases in  recent  years.   The  relative  level  of  these  items  in  recent 
years  is  summarized  in  the  following  table,  which  is  presented  in  greater 
detail  in  Appendix  I: 


F.T.E. 

General 

Other 

Fiscal  Year 

Employees 

Total 

Fund 

Sources 

1971-72 

163 

$63,620,339 

$21,586,496 

$42,033,843 

1970-71 

155 

52,666,509 

20,274,371 

32,392,138 

1969-70 

136 

50,082,530 

20,201,316 

29,881,214 

1968-69 

134 

44,761,631 

14,434,173 

30,327,458 

1967-68 

128 

41,852,759 

16,570,813 

25,281,946 

1966-67 

119 

35,865,160 

13,793,165 

22,071,995 

1965-66 

102 

31,664,561 

13,511,144 

18,153,417 

1964-65 

78 

27,726,593 

14,146,175 

13,580,418 

1963-64 

70 

22,682,682 

9,612,823 

13,069,859 

Source:   Actual  data  reported  in  Executive  Budgets  for  each  biennium, 
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In  view  of  the  fact  that  the  Superintendent's  Office  is  one  of  the 
largest  agencies  and  the  fact  that  its  personnel  and  money  administered  have 
more  than  doubled  in  the  past  9  years,   we  believe  an  efficient  and  well 
organized  administrative  effort  is  warranted.   To  this  end  we  have  made  the 
following  comments  and  recommendations. 
INTERNAL  ACCOUNTING  SYSTEM 

An  accounting  system  in  a  broad  sense  has  a  number  of  objectives 
and  includes  a  number  of  activities  or  tasks.   The  system  should  accurately 
account  for  the  expenditures  and  revenues  of  the  agency.   It  should  provide 
proper  control  of  assets,  including  cash,  equipment,  etc.   These  objectives, 
as  well  as  others,  are  generally  accomplished  through  a  formalized  accounting 
process  which  begins  with  the  recognition  and  recording  of  basic  transactions 
and  ends  with  the  compilation  and  analysis  of  financial  reports. 

Among  other  things,  an  effective  accounting  system  should  also  provide 
for  the  elimination  of  duplicate  records,  immediate  deposit  of  revenues,  and 
consolidation  of  billings  and  other  measures  to  promote  efficiency  and 
economy  in  the  operations  and  activities  of  the  agency.   To  a  large  extent 
these  purposes  can  generally  be  achieved  through  the  centralization  of 
activities.   For  example,  the  recordkeeping  function,  receiving  and  de- 
positing of  money,  and  billings  for  services  rendered,  are  usually  centralized 
under  the  business  office. 

Under  this  broad  concept  of  what  constitutes  an  effective  accounting  system, 

we  found  that  the  internal  accounting  system  of  the  Superintendent's  Office 
is  fragmented  and  needs  improvement.   Although  the  Superintendent's  Office  is 

currently  Implementing  and  planning  to  make  greater  use  of  the  statewide 
accounting  system  which  should  result  in  significant  improvements,  we 
believe  additional  internal  changes  can  be  made  to  improve  the  capabilities 
and  use  of  the  internal  accounting  system. 
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Omission  of  Appropriation 

Section  79-415,  R.C.M.  1947,  provides  that: 

"Moneys  deposited  in  the  General  Fund,  Earmarked  Revenue  Fund, 
the  Revolving  Fund  and  the  Federal  and  Private  Revenue  Fund 
.  .  .  shall  be  paid  out  of  the  treasury  only  on  appropriations 
made  by  law." 

For  the  past  four  years  payments  have  been  made  to  school  districts 
from  the  state  equalization  aid  account  in  the  Earmarked  Revenue  Fund 
through  the  foundation  program  without  an  appropriation  from  the  last 
two  legislative  assemblies.   Officials  of  the  Superintendent's  Office 
informed  us  that  this  was  done  on  the  basis  of  verbal  legal  advice  which 
was  not  documented.   Although  this  was  probably  an  oversight  in  that  the 
Legislative  Assembly  unquestionably  intended  to  use  these  moneys  to  sup- 
port the  foundation  program,  we  believe  the  omission  illustrates  a  weakness 
in  the  appropriation  process.   Since  budgets  prepared  by  the  agencies  are 
reviewed,  approved,  compiled,  and  presented  to  the  legislature  by  the 
Budget  Bureau  of  the  State  Department  of  Administration,  we  believe  that 
that  unit  should  establish  a  review  procedure  to  reduce  the  chance  for 
oversight  as  mentioned  above.   This  procedure  could  be  developed  by  com- 
piling a  basic  checklist  of  statutory  and  constitutional  requirements 
which  pertain  to  each  agency.   This  checklist  could  then  be  used  to  assess 
and  evaluate  appropriation  bills  to  insure  that  all  spending  authority 
provisions  are  provided  for  in  the  appropriation  process. 

RECOMMEWATION 

We  reoommend  that: 

1.     The  State  Department  of  Administration  establish  a 
procedure  to  review  appropriation  bills  fov  complete- 
ness and  accuracy  insofar  as  legal  requirements  are 
concerned. 
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2.      The  Superintendent's  Office  seek  a  formal   legal  opinion 
in  the  future  in  those  instances  where  defeats  are 
found  to  exist  in  appropriation  authority. 

Accounting  for  Student  Organization  Moneys 

Supervisors  in  the  vocational  education  unit  of  the  Superintendent's 
Office  serve  as  state  advisors  for  five  student  organizations.   These  five 
student  organizations  are  Future  Homemakers  of  America  (FHA) ,  Distributive 
Education  Clubs  of  America  (DECA) ,  Office  Education  Association  (OEA) , 
Future  Farmers  of  America  (FFA) ,  and  Vocational  Industrial  Clubs  of  America 
(VICA) .   Officials  advised  us  that  the  Superintendent's  Office  involvement 
in  these  student  clubs  is  based  on  longstanding  tradition  dating  back  as 
far  as  1917.   As  state  advisors,  the  supervisors  of  the  applicable  programs 
serve  as  a  focal  point  between  the  local  student  chapters  and  the  national 
organization.   The  organizations  also  have  state  advisory  councils  or  boards 
consisting  of  state  elected  student  officers  and  members.   In  addition  to 
coordinating  state  meetings,  advising  local  chapters,  etc.,  the  state 
advisors  are  responsible  for  various  funds  that  come  under  their  control. 
These  funds  are  derived  from  membership  dues  paid  by  the  students  and  donations 
given  by  various  private  organizations.   Students  pay  local  state  and  national 
dues  which  are  forwarded  to  the  state  advisor.   Income  and  expenses  controlled 
by  the  state  advisors  in  total,  are  in  excess  of  $30,000  a  year  for  the 
five  organizations. 

Officials  of  the  Superintendent's  Office  expressed  the  belief  that  their 
involvement  in  these  organizations  is  an  important  and  necessary  service, 
and  we  found  that  similar  practices  are  employed  in  other  states.   If  this 
is  the  case,  we  believe  that  certain  improvements  should  be  made  in  defining 
the  role  and  responsibility  of  the  state  advisors  and  in  the  accounting  and 
control  of  the  funds  they  administer. 
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As  mentioned  above,  each  of  the  organizations  has  a  state  advisory 
council  or  board.   The  state  advisors  informed  us  that  there  are  no  written 
agreements  between  these  boards  and  the  Superintendent's  Office  setting 
forth  the  roles  and  responsibilities  of  the  state  advisors  or  the  relation- 
ship between  the  state  advisors  and  the  state  board  and  national  organiza- 
tions.  We  believe  that  such  written  agreements  would  more  clearly  define 
the  relative  responsibilities  of  each  as  well  as  the  authority  of  the 
Superintendent's  Office. 

Although  the  state  advisors  have  custody  and  control  of  the  student 
organization  money  and  use  it  to  defray  expenses  and  award  scholarships, 
the  state  advisors  do  not  prepare  operating  budgets  and  the  authority  to 
incur  expenses  and  award  scholarships  is  not  set  forth  in  writing.   In  this 
regard,  financial  audits  by  a  certified  public  accountant  of  two  of  the 
organizations  recommended  in  both  cases  that: 

1.  Operating  budgets  be  adopted  and  approved  in  written  form. 

2.  Policies  regarding  student  scholarships  and  awards  be 
recorded  in  written  form. 

3.  Clear  statements  of  the  state's  responsibilities  be  in 
written  form  and  approved . 

The  audit  reports  also  noted  several  areas  where  the  accounting  and  record- 
ing of  receipts  and  expenditures  controlled  by  the  state  advisors  could  be 
improved.   The  recommendations  included  the  following: 

1.  Utilization  of  duplicate  prenumbered  receipts. 

2.  Maintenance  of  invoices,  bills,  receipts,  and  other 
supporting  documentation  for  income  and  expenses. 

3.  Requiring  two  signatures  for  disbursements. 

4.  Adoption  of  a  fiscal  year  basis  to  conform  with  the 
national  organization. 
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5.   Obtaining  a  tax  exempt  status  through  the  national 
organization. 

While  each  of  the  foregoing  recommendations  may  or  may  not  apply  to 
all  organizations,  we  believe  that  the  Superintendent's  Office  should  assure 
that  the  state's  responsibilities  are  well  defined  in  writing,  the  funds  are 
properly  protected  and  controlled,  and  that  complete  records  are  maintained. 

Proper  control  and  accounting  would  be  greatly  improved  is  the  Super- 
intendent's Office  required  all  such  funds  to  be  deposited  in  the  state 
treasury  and  thereby  accounted  for  under  the  statewide  budgeting  and 
accounting  system.   In  this  regard,  several  statutory  provisions  now 
require  that  all  moneys  collected  by  state  agencies  be  deposited  in  the 
state  treasury.   For  example.  Section  79-201,  R.C.M.  1947,  provides  that 
"The  state  treasurer  shall  be  custodian  of  all  moneys  and  securities  of 
the  state  unless  otherwise  expressly  provided  by  law  .  .  .  ."  Section  79- 
306,  R.C.M.  1947,  provides  in  part  that  "The  state  treasurer  is  hereby 
designated  the  treasurer  of  each  and  every  state  board,  commission,  bureau, 
department  .  .  .  ."  and  that  "All  departments  .  .  .  shall  deposit  with 
the  state  treasurer  daily  all  moneys  .  .  .  received." 

The  Treasury  Fund  Structure  Act  established  a  number  of  funds  within 
the  state  treasury  "to  simplify  the  accounting  system  and  treasury  fund 
structure  of  the  state,  to  make  possible  the  full  utilization  of  modern 
accounting  methods  .  .  .  ,"  Included  in  the  treasury  fund  structure  is 
the  "Agency  Fund,"  established  to  account  for  moneys  deposited  in  the  state 
treasury  which  are  held  and  disbursed  by  the  state  as  custodian  or  agent. 
Since  this  is  the  relationship  that  exists  between  the  state  advisors  and 
the  student  organizations,  we  believe  that  the  Superintendent's  Office  should 
deposit  the  receipts  of  these  student  organizations  in  the  state  treasury. 
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Inclusion  in  the  state  treasury  will  incorporate  these  moneys  in  the  state- 
wide accounting  and  budgeting  system,  which  will  provide  proper  accounting 
and  control  of  the  funds  for  each  organization. 

RECOMMENDATION 

We  veoommend  that  the  Superintendent's  Office: 

1.  Prepare  written  agreements  defining  the  responsibility 
and  authority  of  the  state  and  submit  to  the  respective 
student  organizations  for  approval. 

2.  Implement  the  necessary  procedures  to  properly  control 
and  account  for  the  funds  administered  by  the  state 
advisors. 

3.  Deposit  all  moneys  to  the  proper  fund  in  the  state  treasury. 

Internal  Controls 

There  are  several  aspects  of  the  Superintendent's  Office  procedures 
for  handling  cash  receipts  and  disbursements  that  should  be  changed  in 
order  to  establish  an  adequate  internal  control  system  over  cash  resources. 
These  needed  changes  include  the  establishment  of  a  central  billing  and 
cash  receipt  function,  the  depositing  of  moneys  in  a  timely  manner,  the 
placing  of  restrictive  endorsements  on  checks,  and  a  proper  segregation 
of  duties. 

Central  Billing  and  Cashiering 

Several  activities  within  the  Superintendent's  Office  generate  con- 
siderable cash  receipts  by  providing  services  on  a  reimbursement  basis  to 
school  districts  and  other  educational  groups.   Our  evaluation  of  these 
activities  disclosed  that  the  billing  and  collection  processes  were  de- 
centralized among  the  various  organizational  units  involved  and  that,  as 
a  result,  several  inefficiencies,  incomplete  accounting  disclosure,  and 
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lack  of  control  exist.   The  nature  of  these  weaknesses  is  illustrated  by 

the  three  activities  cited  below  which  resulted  in  the  following  cash 

collections  during  1970-71: 

Activity  Amount 

Surplus  Donable  Property  $130,399 

Commodity  Distribution  120,484 

Audio  Visual  Film  Library  81,889 

Total  $332,772 

Generally  the  following  procedures  are  used  to  bill,  record,  and 

deposit  the  moneys  collected  from  these  activities. 

1.  Service  is  rendered  by  the  activity  unit. 

2.  Users  are  billed  for  amounts  due  by  the  activity  unit. 

3.  Amounts  due  are  recorded  on  some  form  of  receivable  ledger 
maintained  by  the  unit . 

4.  User  remits  payment  to  Superintendent's  Office. 

5.  Checks  are  received  in  the  central  mailing  room  and  returned 
to  the  personnel  having  control  of  the  respective  activities. 

6.  Payments  are  recorded  in  receivable  records  at  the  activity  unit. 

7.  Deposits  are  prepared  and  forwarded  to  the  central  accounting 
office  by  the  activity  unit. 

8.  Cash  receipts  are  recorded  as  income  in  the  formal  accounting 
records  and  deposited  with  the  state  treasury. 

With  the  exception  of  the  last  procedure,  all  the  steps  are  performed 
by  someone  other  than  personnel  within  the  central  accounting  office.   This 
system  does  not  provide  the  central  accounting  office  with  information  to 
properly  account  for  and  control  cash  receipts.   Since  the  central  office 
does  not  prepare  the  billing  documents,  it  cannot  control  and  provide  assur- 
ance that  all  amounts  due  are  collected  and  receivable  balances  are  recorded 
in  the  formal  accounting  records.   The  procedure  of  transferring  the  remit- 
tance back  and  forth  between  central  mailing,  the  activity  unit,  and  central 
accounting  does  not  provide  adequate  control  of  cash  receipts  and  to  some 

degree  accounts  for  a  delay  in  depositing  the  moneys. 

_i  n_ 


This  type  of  system  is  more  costly  both  to  the  Superintendent's  Office 
and  to  the  school  districts.   The  three  activity  billings  are  made  separately 
at  varying  times  throughout  the  year.   This  not  only  results  in  a  more  costly 
billing  procedure,  but  also  results  in  the  school  districts  making  separate 
payments  for  each  bill  rather  than  one  payment  for  a  consolidated  bill. 

The  audio  visual  library  uses  data  processing  service  to  prepare 
billings  to  the  school  districts.   Since  there  are  about  700  school  districts 
in  Montana  and  nearly  all  use  one  or  more  of  the  services  provided  by  the 
above  mentioned  activities,  data  processing  can  be  effectively  utilized  to 
prepare  consolidated  billings  for  all  programs. 

We  believe  that  the  establishment  of  a  central  billing  and  cash  receipt 
function  within  the  central  accounting  office  will  improve  the  controls  over 
cash  receipts,  provide  for  the  recognition  of  the  transactions  in  the  formal 
accounting  system,  assure  that  amounts  due  are  collected  and  deposited,  and 
realize  greater  efficiency  and  economy  for  both  the  Superintendent's  Office 
and  the  school  districts. 

RECOMMEmATION 

We  recommend  that  the  Superintendent' s  Office: 

1.  Establish  a  central  hilling  and  cash  receipt  section 
within  the  central  accounting  office. 

2.  Consider  using  data  processing  in  the  preparation  of 
the  billings. 

Timely  Deposits  of  Cash  Receipts 
Section  79-306,  R.C.M.  1947,  provides  that  "All  departments  of  the 
state  government  located  at  the  capitol  shall  deposit  with  the  state 
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treasurer  daily  all  moneys  .  .  .  received."  The  statewide  budgeting  and 
accounting  system  requires  "moneys  received  to  be  deposited  into  the 
State  Treasury  System  whenever  the  amount  of  coin  and  currency  exceed 
$100  or  total  collections  exceed  $500.   In  any  event,  moneys  received 
shall  be  deposited  at  least  weekly."  This  requirement  is  not  being  fol- 
lowed in  many  instances  by  the  Superintendent's  Office.   The  cause  of 
this  delay  in  depositing  money  is  due,  at  least  in  part,  to  the  trans- 
ferring of  the  cash  receipts  to  the  program  personnel. 

In  the  food  service  commodity  program,  cash  receipts  at  year-end  are 
not  being  properly  deposited.   For  example,  $1,801  and  $5,404  was  received 
prior  to  the  end  of  the  1970-71  and  1971-72  fiscal  years,  but  deposited 
after  the  close  of  the  fiscal  year  in  each  instance. 

In  the  teacher  certification  program,  applicants  are  required  to 
remit  the  fee  along  with  the  request  for  certification.   The  fees  are  not 
deposited  immediately  but  are  held  until  the  applications  are  reviewed, 
approved,  and  processed.   This  procedure  takes  up  to  one  week.   We  were 
advised  that  the  checks  are  held  so  that  they  can  be  returned  if  the 
application  is  disapproved.   The  rate  of  disapproval  during  the  last 
year  was  only  90  applicants  (1.7  percent)  out  of  the  5,388  applications 
processed  during  the  year.   In  addition,  the  present  budgeting  and  account- 
ing system  provides  for  the  issuing  of  warrants  to  refund  amounts  erroneously 
collected  and  deposited. 

The  foregoing  are  not  valid  reasons  for  not  making  timely  deposits. 
More  frequent  deposits  safeguard  the  cash  receipts,  provide  for  proper 
recognition  of  income  in  the  period  collected,  and  facilitate  the  prompt 
investment  of  moneys. 


-12- 


We  also  noted  that  the  State  Superintendent's  Office  does  not  follow 
the  accepted  good  business  practice  of  placing  a  restrictive  endorsement 
on  all  checks  at  the  time  of  receipt. 

RECOMMENDATION 

We  recommend  that  the  Superintendent  's  Office  require  that 
dll  checks  he  restriotively  endorsed  immediately  upon 
receipt  and  that  more  frequent  deposits  of  all  cash 
receipts  be  made  in  the  state  treasury. 

Segregation  of  Duties 

Proper  internal  control  procedures  require  that  at  a  minimum  the 
functions  of  recordkeeping  and  physical  control  of  cash  should  be  separated. 
Personnel  responsible  for  initiating  or  recording  cash  payments  in  the 
formal  accounting  records  should  not  have  access  to  disbursement  warrants. 
Similarly,  the  personnel  responsible  for  billing  should  not  handle 
receipts  when  they  are  remitted. 

In  the  case  of  cash  receipts,  we  have  already  explained  how  the  checks 
or  remittances  pass  through  a  number  of  hands  and  are  returned  to  the 
program  personnel  who  initiated  the  billing.   The  same  basic  internal 
control  problem  exists  in  the  claim  processing  procedures  used  to  make 
cash  disbursements  to  the  county  treasurers  for  deposit  in  school  district 
accounts.   In  many  cases  warrants  are  sent  back  to  the  program  personnel 
who  initiated  the  claim  and/or  to  the  accountant  who  may  have  initiated 
the  claim  and  recorded  the  transaction.  We  were  advised  that  the  reason 
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for  returning  warrants  to  the  program  personnel  or  to  the  accountant  was  to 
record  the  payment  on  their  records,  to  assure  that  the  amount  was  correct, 
and  attach  a  cover  letter  to  the  county  treasurer  identifying  the  school 
district  accounts  to  which  money  should  be  deposited. 

We  do  not  believe  it  should  be  the  responsibility  of  program  personnel 
to  provide  services  that  should  be  provided  by  the  central  accounting  or 
business  office,  such  as  delivery  of  payments.   The  cover  letter  which 
identifies  the  school  district  accounts  could  be  attached  to  the  claim 
form  and  subsequently  to  the  warrant  and  both  mailed  to  the  county  treasurer 
by  the  State  Auditor's  Office.   In  our  opinion,  the  Superintendent's  Office 
should  eliminate  the  practice  of  returning  the  warrants  to  the  program  level 
and  provide  for  proper  segregation  of  duties  between  the  recordkeeping 
function  and  the  cashier  function.   This  may  not  even  be  necessary  since 
the  warrant  transmittal  form  now  provides  space  to  identify  the  accounts 
to  which  the  funds  should  be  deposited  by  the  county  treasurer. 

RECOMMENDATION 

We  veoommend  that  the  Superintendent's  Office: 

1.  Provide  for  the  proper  segregation  of  duties  between 
the  claim  and  hilling,   recordkeeping  and  cashier 
functions . 

2.  Eliminate  the  practice  of  returning  warrants  to 
program  personnel. 

3.  Implement  the  procedures  necessary  to  allow  the 
State  Auditor  to  mail  the  warrants  directly. 


-14- 


Duplication  of  Recordkeeping 

The  system  presently  used  to  maintain  accounting  records  for  federal 
programs  results  in  unnecessary  duplication  of  work  and  records.   Accounting 
records  are  being  maintained  by  both  the  federal  program  accountant  in  the 
central  office  and  various  personnel  within  the  respective  activity  units. 

In  contrast  to  the  federal  accountant  in  the  central  office,  the  other 
accounting  personnel  are  located  in  offices  outside  the  capitol  complex. 
The  existence  of  this  duplication  in  recordkeeping  requires  the  full-time 
services  of  the  federal  accountant  as  well  as  other  program  accountants. 
In  addition,  accounting  records  for  other  federal  programs  are  maintained 
by  clerks  or  secretaries.   As  a  consequence,  considerable  effort  is  pre- 
sently being  duplicated. 

In  addition  to  duplication  of  effort,  the  decentralization  of  record- 
keeping also  causes  problems  in  the  periodic  internal  assessments  made  to 
finance  the  central  management  activity  of  the  Superintendent's  Office. 
The  manner  in  which  this  is  done  requires  allocation  of  central  admini- 
strative costs  to  all  operations.   In  this  connection,  the  federal  programs 
are  assessed  a  prorated  amount  which  includes  the  central  accounting  costs, 
whereas  the  programs  are  already  bearing  the  cost  of  preparing  their  own 
accounting  records. 

We  believe  that  these  problems  would  be  alleviated  by  centralization 
of  all  the  recordkeeping  and  accounting  functions  for  federal  programs  under 
the  central  accounting  office.   This  would  provide  for  uniformity  among 
records,  elimination  of  duplication,  and  a  central  point  of  accounting 
control. 

RECOMMENDATION 

We  recornmend  that  the  Superintendent's  Office  centvdlize  all  record- 
keeping and  accounting  functions  for  federal  programs . 
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DATA  PROCESSING  SERVICES 

The  Superintendent's  Office  maintains  and  operates  its  own  data  pro- 
cessing services  program.   The  expressed  goal  of  the  data  processing  program 
is  to  provide  computer  support  to  all  possible  state  and  local  educational 
activities.   The  data  processing  program  originated  in  the  early  1960 's 
with  the  availability  of  federal  money  which  was  used  to  acquire  and  operate 
data  processing  equipment.   Throughout  the  approximate  10  years  of  the 
program's  existence,  its  operations  have  been  financed  with  federal  moneys. 

The  federal  money  was  provided  through  Title  V-A  of  the  Federal 
Elementary  and  Secondary  Education  Act  (ESEA-V) ,   These  federal  moneys  are 
provided  to  strengthen  the  leadership  resources  of  state  educational  agencies, 
and  to  assist  these  agencies  to  establish  and  improve  programs  to  identify 
and  meet  educational  needs.   The  money  may  be  used  to  support  statistical  and 
data  processing  services  such  as  those  operated  by  the  Superintendent's 
Office. 

The  data  processing  unit  initiated  the  acquisition  of  a  punched  card 
tabulating  system  in  the  early  1960's.   A  computer  was  leased  in  1966,  and 
in  1972,  the  office  purchased  this  computer  and  additional  equipment  and 
programs,  again  with  federal  money  available  for  that  purpose.   The  equip- 
ment purchased  and  presently  being  used  by  the  Superintendent's  Office  has 
a.   32K  capacity  core,  four  tape  drives,  a  disc  drive,  a  card  reader -punch, 
and  a  printer.   The  total  cost  of  this  equipment  was  $152,220,  to  be  paid 
in  three  annual  Installments.   A  staff  of  nine  personnel,  including  the 
data  processing  supervisor,  a  half-time  secretary,  two  programmers,  an 
operator,  and  four  key  punchers,  comprise  the  data  processing  operation 
of  the  Superintendent's  Office. 
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Our  review  of  the  program  disclosed  several  areas  where  we  believe 
that  the  Superintendent's  Office  can  improve  its  data  processing  operations. 
These  areas  included  realignment  of  the  program  within  the  organization 
structure,  development  of  an  overall  plan  of  computer  utilization,  and 
increased  computer  utilization. 

Position  in  Organizational  Structure 

Organizationally,  a  data  processing  program  should  be  functionally 
independent  of  other  operating  departments.   It  is  generally  accepted  in 
management  circles  that  to  effectively  control  the  utilization  of  the 
computer  and  prevent  domination  by  one  operating  group  or  user,  the  data 
processing  operation  should  be  equal  to  or  above  the  organizational  stature 
of  the  using  components. 

During  the  past  three  years  the  data  processing  program  has  served 
under  six  different  personnel,  two  division  directors,  and  four  different 
assistant  superintendents,  and  is  presently  in  the  Research,  Planning, 
Development,  and  Evaluation  unit  (RPDE) .   These  changes  in  organization 
and  personnel  have,  we  believe,  given  the  data  processing  program  a  lack 
of  direction  or  purpose,  and  the  present  organizational  status  is  detri- 
mental to  the  effective  and  efficient  operation  of  the  program. 

In  addition  to  frequent  movement  within  the  organization,  the  position 
of  the  data  processing  program  within  the  organizational  structure  has  not 
been  on  equal  terms  with  all  of  the  operational  components.   The  major 
users  of  the  data  processing  system  are  those  components  which,  in  the 
past,  had  control  of  the  data  processing  program.   As  an  illustration  of 
this,  we  noted  that  since  July  1972,  the  only  requests  for  new  data  pro- 
cessing applications  were  made  by  the  RPDE  unit.   In  this  regard,  we  were 
informed  that  of  the  eight  new  applications  requested,  six  were  research 
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applications.   Although  the  director  of  the  RPDE  unit  envisions  the  unit 
as  a  service  unit  for  other  components,  the  organizational  structure  and 
use  since  July  1972,  indicate  that  under  the  control  of  RPDE  the  computer 
could  become  dominated  as  a  research  tool,  especially  with  respect  to 
future  application. 

One  method  commonly  used  to  control  data  processing  services  is  the 
"control  unit"  concept.   The  control  unit  concept  consists  of  a  group  of 
representatives  of  each  user  component,  including  the  data  processing 
program  activity.   The  function  of  this  group  is  to  monitor  input  and 
output  to  the  data  processing  program,  establish  priorities,  and  schedule 
work  for  the  program,  and  assure  that  input  and  output  data  is  correct. 
Such  a  control  unit  in  the  Superintendent's  Office  would  improve  communi- 
cations between  the  data  processing  program  and  its  users  and  would  be 
conducive  to  a  more  equitable  balance  between  users  of  the  facilities 
as  each  user  would  have  equal  representation  in  this  control  group. 
Presently  the  coordination  between  the  data  processing  program  and  user 
components  within  the  Superintendent's  Office  is  handled  informally  by 
the  data  processing  supervisor.   No  control  unit  exists  in  the  organization. 

We  believe  the  combination  of  the  foregoing  circumstances,  namely 
the  data  processing  program's  present  position  in  the  organization  and 
the  lack  of  direction,  is  partially  the  cause  of  other  weaknesses  which 
are  discussed  in  succeeding  paragraphs. 

RECOMMENDATION 

We  veoormend  that  the  Superintendent: 

1.     Reassign  the  data  -processing  program  to  a  position  in 
the  organization  structure  to  achieve  a  status  inde- 
pendent of  the  other  organizational  units  and  users. 
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2.      Consider  establishing  a   "control  unit"  consisting  of 
representatives  of  the  various  users  and  the  data  pro- 
cessing program. 

Operational  Plans 

As  previously  stated,  the  Superintendent's  Office  established  a  goal 
to  provide  extensive  and  varied  computer  support  in  all  possible  state 
and  local  applications  to  education  related  units. 

It  is  generally  recognized  in  the  data  processing  field,  that  in 
order  to  gain  maximum  benefits  and  achieve  optimum  utilization  of  computer 
capabilities,  plans  that  provide  for  orderly  growth  and  development  must 
be  developed  and  implemented .   Such  plans  should  be  properly  documented 
and  become  a  guide  for  the  operation  of  the  program. 

Aside  from  the  goal  as  stated  above,  and  a  few  objectives  basically 
providing  for  the  continuation  of  existing  applications,  the  Superintendent's 
Office  has  not  formally  established  any  long  or  short  range  plans  to  provide 
extensive  and  varied  applications.   There  is  no  evidence  to  indicate  that 
plans  have  been  established,  various  applications  and  alternatives  considered, 
or  priorities  established.   A  formal  planning  system  is  necessary  if  the 
data  processing  program  is  to  improve  its  service  to  the  Superintendent's 
Office  and  the  school  districts.   As  discussed  later  in  the  report,  many 
other  computer  applications  are  available  and  could  be  implemented  in  an 
effective  manner  through  proper  planning. 

Adding  more  importance  to  adequately  planning  the  activities  of  the 
data  processing  program  are  regulations,  issued  by  the  State  Department 
of  Administration  pursuant  to  recent  legislation,  intending  to  control 
equipment  proliferation,  improve  services,  and  promote  increased  equipment 
utilization.   Without  adequate  and  documented  plans  regarding  its  operations, 
it  may  be  difficult  to  justify  a  data  processing  program  separate  from  the 
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Department  of  Administration's  Central  Data  Processing  Bureau  operation, 
even  though  a  need  may  exist  and  the  Superintendent's  Office  could  provide 
the  service. 

RECOMMEmATION 

We  reaormend  that  the  Superintendent's  Office  develop  and  document 
specific  plans  and  obgeotives  for  the  data  processing  program. 

Responsibilities  of  the  State  Department  of  Administration 

We  found  that  communications  and  contact  between  the  State  Department 
of  Administration  and  the  Superintendent's  Office  is  inadequate  to  permit 
the  Department  of  Administration  to  fulfill  its  statutory  responsibilities 
relative  to  the  utilization  of  central  data  processing  facilities. 

Section  82-3306,  R.C.M.  1947,  provides  that  the  Department  of  Admini- 
stration shall  maintain  and  supervise  any  central  data  processing  for  state 
agencies  and  shall  establish  regulations  governing  and  procurement  and 
utilization,  by  all  state  agencies,  of  data  processing  equipment  and  programs. 
Objectives  established  by  the  Department  of  Administration  are  aimed  at 
controlling  equipment  proliferation,  improving  services  to  the  public  and 
state  agencies,  increasing  equipment  utilization,  improving  equipment 
maintenance,  and  eliminating  waste  and  misuse.   In  order  to  accomplish 
the  above  specified  objectives,  we  believe  close  communication  between 
the  data  processing  unit  of  an  agency  and  the  state's  central  data  process- 
ing bureau  is  necessary.   For  example,  the  central  data  processing  bureau 
must  know  the  equipment  used  in  the  agency  and  its  actual  and  planned  appli- 
cations in  order  to  foresee  new  equipment  needs  and  make  timely  decisions 
as  to  whether  the  new  applications  should  be  implemented  by  the  agency  or 
the  central  bureau. 
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Present  procedures,  as  set  forth  in  Management  Memo  #71-26,  call  for 
agencies  wanting  to  acquire  data  processing  equipment  to  submit  their 
purchasing  requisition  to  the  Purchasing  Bureau  of  the  Department  of  Admini- 
stration, along  with  proper  documentation  such  as  the  "Justification  to 
Acquire  Major  Office  Equipment"  form.   During  the  fiscal  year  ended  June  30, 
1972,  the  Superintendent's  Office  purchased  the  computer  it  was  leasing, 
together  with  additional  equipment  to  expand  the  computer's  capability. 
In  making  this  acquisition,  the  Superintendent's  Office  did  not  make  a 
feasibility  evaluation  or  request  bids,  nor  did  it  seek  the  approval  of 
the  Department  of  Administration  on  a  timely  basis.   A  feasibility  evalua- 
tion is  an  accepted  method  of  determining  the  need  for  a  data  processing 
service  and  could  be  used  as  a  basis  for  continued  planning  for  computer 
utilization,  as  discussed  above.   Responsible  personnel  informed  us  that 
bids  were  not  obtained  because  the  vendor  allowed  purchase  and  educational 
credits  on  the  leased  computer  and  it  was  generally  believed  that  no  other 
company  could  have  bid  lower  for  a  comparable  system. 

The  additional  equipment  was  ordered  and  delivered  to  the  premises 
before  the  purchase  requisition  was  submitted  to  the  Purchasing  Bureau  of 
the  State  Department  of  Administration.   After  some  deliberation,  the  pur- 
chase was  approved  by  the  Department  of  Administration  because  the  purchase 
reduced  the  monthly  cost  of  the  computer  which  was  at  that  time  being  leased, 
and  the  Central  Data  Processing  Bureau  could  not  provide  the  same  services 
at  the  time. 

It  is  obvious  that  the  procurement  procedures  provided  for  in  Management 
Memo  #71-26  were  not  followed  in  this  instance.   This  is  an  illustration  of 
the  need  for  substantially  improved  communication.   The  Management  Memo 
was  dated  November  4,  1971,  while  the  original  purchase  agreement  with 
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the  computer  manufacturer  was  signed  by  the  Superintendent  in  mid-December 
1971,  and  the  new  equipment  was  received  on  February  3,  1972.   After  obtain- 
ing after-the-fact  approval  from  the  Department  of  Administration,  a  new 
agreement  was  signed  with  the  computer  manufacturer. 

Along  these  same  lines,  there  is  no  formal  system  established  to 
provide  the  Department  of  Administration  with  adequate  knowledge  and 
information  concerning  the  day-to-day  operations  of  the  Superintendent's 
Office  computer.   The  Department  of  Administration  is  not  systematically 
made  aware  of  the  current  applications  used  or,  more  importantly,  the 
planned  uses  for  the  computer.   Information  of  this  type  is  vital  to  the 
Department  of  Administration  if  the  intent  of  the  statutes  governing  data 
processing  activities  is  to  be  fulfilled.   We  believe  it  is  necessary  for 
the  director  of  the  Department  of  Administration  to  take  those  measures 
necessary  to  assure  that  he  and  his  staff  have  sufficient  knowledge  of  an 
agency's  computer  operations  as  well  as  its  future  needs  and  plans.   This 
is  necessary  so  that  informed  decisions  can  be  made  regarding  the  purchasing 
of  new  equipment,  the  facilities  used  for  new  applications,  and  to  assure 
efficient  and  effective  utilization  of  data  processing  programs  in  the 
capitol  complex. 

RECOMMENDATION 

We  reoommend  that  the  Department  of  Administration  survey  the  data 
processing  operations  of  the  State  Superintendent  's  Office  and 
establish  a  system  to  monitor  the  data  processing  operations 
and  needs  of  this  office. 

Internal  Organization 

We  found  that  inadequate  internal  organization  of  the  data  processing 
unit  in  the  Superintendent's  Office  has  resulted  in  poor  internal  controls 
over  operations. 
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The  data  processing  program  in  the  Superintendent's  Office  is  staffed 
by  nine  persons,  and  the  smallness  of  the  operation  may  contribute  to  some 
of  the  internal  control  weaknesses  discussed  below.   However,  if  the  opera- 
tions of  the  data  processing  program  are  to  result  in  useful  data  that  can 
be  considered  reasonably  accurate,  certain  internal  controls  are  necessary, 
as  follow: 

Documentation  of  Programs 
There  is  no  established  requirement  for  uniform  documentation  of  a 
computer  program.   Accordingly,  each  programmer  documents  his  programs 
in  a  different  manner  and  to  a  different  extent.   Complete  and  uniform 
documentation  is  necessary  to  the  continued  efficient  operation  and  suc- 
cess of  any  data  processing  system.   Adequate  program  documentation  is 
necessary  to  permit  management  to  examine  and  understand  the  operations 
of  the  program.   For  instance,  in  the  absence  of  the  original  programmer, 
management  must  be  able  to  make  required  program  changes,  relying  upon 
documentation  to  describe  how  the  program  presently  operates.   Standard 
documentation  should  be  required  for  each  program  on  the  computer. 

Security  of  Tape  Library 
The  tape  library  does  not  have  adequate  protection  from  possible  losses, 
such  as  fire.   All  tape  files  are  located  in  a  vault  in  the  computer  room. 
Many  of  these  files  are  kept  for  long  periods  of  time,  but  duplicate  tapes 
are  not  prepared  and  stored  in  another  location.   Destruction  of  the 
existing  tape  files  could  result  in  an  expensive  loss  of  data.   Sound 
data  processing  management  requires  that  provision  be  made  to  store  "backup" 
tapes  in  some  area  that  would  minimize  the  possibility  of  complete  destruction 
of  all  tape  files.   Although  not  all  tape  files  are  so  critical  as  to  require 
duplicate  sets,  we  believe  that  the  Superintendent's  Office  should  evaluate 
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its  existing  data  files  and  evaluate  the  need  for  backup  tapes  and 
adequacy  of  security. 

Although  it  is  sometimes  difficult  in  a  small  data  processing  operation 
to  achieve  adequate  internal  controls,  we  believe  matters  such  as  these 
should  be  considered  to  preserve  the  integrity  of  the  data  processing 
operations. 

RECOMMENDATION 

We  recommend  that  the  Superintendent's  Office: 

1.  Establish  written  uniform  documentation  requirements 
for  all  programs. 

2.  Evaluate  the  need  for  and  security  of  backup  data. 

Utilization  of  Equipment 

The  Superintendent's  Office  Is  not  sufficiently  utilizing  its  data 
processing  equipment  in  terms  of  potential  uses  and  available  machine 
operation  time. 

We  surveyed  the  use  presently  made  of  the  computer  and  found  many 
programs  currently  in  use  which  date  back,  to  the  tabulating  system  used 
prior  to  1966  when  the  first  computer  was  leased.   Although  new  applica- 
tions have  been  made  throughout  the  past  years,  additional  applications 
should  be  considered  in  order  to  utilize  the  data  processing  equipment 
more  economically.   Inasmuch  as  the  computer  has  been  purchased,  there 
is  a  considerable  "fixed  cost"  involved  in  its  operation.   Because  of 
this,  it  is  to  the  advantage  of  the  Superintendent's  Office  to  make  maxi- 
mum utilization  of  the  computer  since  greater  use  spreads  the  fixed  costs 
and  results  in  a  decrease  in  the  cost  per  unit  of  work. 

Total  expenditures  for  the  data  processing  program  for  1971-72,  including 
central  management  costs,  were  $146,774,  and  total  recorded  productive 
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hours  of  computer  usage  were  1,337:16  on  a  one  eight-hour  shift  basis, 
yielding  an  average  cost  of  $109.76  per  hour  of  computer  use.   Of  the 
$146,774  total  cost  of  operating  the  data  processing  program,  $48,440, 
or  over  33  percent,  represented  rental  charges  for  the  computer  equipment. 
Had  the  computer  been  utilized  more  than  1,337  hours,  the  rental  costs 
would  have  remained  relatively  the  same.   As  a  consequence,  greater 
utilization  would  have  resulted  in  more  efficient  use  of  the  facilities. 

Many  computer  operations  find  it  economical  to  operate  on  a  24-hour 
per  day  basis,  as  does  the  Department  of  Administration's  Central  Data 
Processing  Bureau.   In  situations  where  the  equipment  is  rented,  we  were 
advised  by  data  processing  personnel  that  the  lessee  is  billed  for  hours 
in  excess  of  the  first  eight-hour  shift  at  only  10%  of  the  normal  first 
shift  rate.  When  the  equipment  is  owned  rather  than  leased,  there  is 
no  additional  fixed  cost  for  extra  shifts.   On  the  contrary,  fixed  costs 
per  hour  use  are  decreased. 

For  the  three  fiscal  years  1972-73,  1973-74,  and  1974-75,  the  install- 
ment payments  for  the  purchase  of  the  new  equipment  will  be  $50,000,  $51,110, 
and  $51,110.   In  addition,  the  Superintendent's  Office  will  pay  about  $13,000 
a  year  for  maintenance.   Since  annual  equipment  and  maintenance  costs  total- 
ing $63,000  are  fixed,  basic  economics  show  that  the  equipment  should  be 
utilized  as  much  as  possible. 

We  analyzed  production  run  time  from  computer  logs  kept  by  the  Super- 
intendent's Office.   The  following  schedule  reflects  the  machine  time  for 
the  major  categories  of  work  for  the  12-month  period  August-July  1972. 
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Type  of  Use 
Office  Accounting 

Budget  Audit  &  Public  School  Equalization 
Audio  Visual  Library 
Class  Scheduling 
Label  Deck  Listing 
Census 

Certification 
Trustees  Annual  Reports 
Payroll 
Fall  Report 

Transportation  Reports 
Exit  Entry  Followup 
Title  II  Book  Inventory 
Code  Books 
Miscellaneous 
Total 


Usage 

Percent  of 

(Hours :Min.) 

Total  Usage 

142:30 

10.6 

63:35 

4.8 

188:00 

14.1 

327:55 

24.5 

82:15 

6.2 

178:33 

13.3 

22:24 

1.7 

49:50 

3.7 

49:00 

3.7 

42:42 

3.2 

51:21 

3.8 

25:21 

1.9 

30:30 

2.3 

5:31 

.4 

77:49 

5.8 

1,337:16 

100.0 

A  review  of  the  data  processing  reports  in  the  area  of  office  account- 
ing disclosed  that  many  of  the  reports  were  duplicated  by  reports  received 
from  the  State  Central  Data  Processing  Bureau  and,  with  the  full  implementa- 
tion of  the  new  statewide  accounting  system,  many  of  the  reports  in  this 
area  prepared  by  the  Superintendent's  Office  become  unnecessary.   We  are 
recommending  in  another  section  of  this  report  that  the  office  payroll, 
which  is  presently  run  on  the  Superintendent's  Office  computer,  be  included 
in  the  state's  central  payroll  system.   Since  the  office  accounting  usage 
represents  10.6  percent  of  the  total  usage,  and  the  payroll  usage  represents 
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3.7  percent  of  the  total  time  used,  the  availability  of  computer  time 
even  on  an  eight-hour  shift  basis  could  increase  by  14.3  percent.   As  a 
result,  other  applications  of  the  computer  will  have  to  be  found  in  order 
to  maintain  optimum  operation. 

Although  we  did  not  specifically  examine  other  internal  needs  for 
data  processing  service,  we  understand  that  several  other  programs  have 
possible  applications.   For  example,  the  School  Food  Commodity  and  Surplus 
Property  programs  bill  school  districts,  and  this  billing  function  may  be 
adaptable  to  computer  billing. 

The  real  potential  for  substantial  use  of  available  computer  time 
is  in  performing  data  processing  services  for  schools  and  school  districts. 
At  the  present  time,  class  scheduling  and  certain  statistical  reports  are 
the  only  services  provided  to  schools  by  the  Superintendent's  Office,   At 
the  same  time,  many  schools  do  not  have  the  benefit  of  or  access  to  data 
processing  services,  while  other  schools  purchase  data  processing  services 
from  commercial  enterprises  and  others  own  or  lease  their  own  computer. 
The  latter  is  true  of  most  of  the  larger  schools  in  the  state. 

In  summary,  the  need  exists  for  data  processing  services,  and  the 
Superintendent's  Office  has  the  computer  availability.   In  view  of  this 
we  believe  the  Superintendent's  Office  should  investigate  the  possibility 
of  additional  internal  uses  of  its  computer  and  the  possibility  of  pro- 
viding more  extensive  data  processing  services  to  schools  and  school 
districts. 

RECOMtAEWATION 

f/e  recommend  that  the  Superintendent 's  Office  investigate  the 
possibility  of  additional  internal  uses  of  its  computer  and 
the  possibility  of  providing  more  extensive  data  processing 
services  to  schools, 
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TRAVEL 

Travel  Advances 

It  is  the  current  practice  of  the  Superintendent's  Office  to  require 
that  traveling  employees  pay  their  travel  expenses  from  their  personal 
resources  and  to  reimburse  the  employees  only  after  they  have  submitted 
claims  supporting  the  travel  costs  incurred.   In  this  regard,  the  office 
financial  reports  show  that  $176,323  was  expended  for  travel  expenses 
during  the  1970-71  fiscal  year.   We  noted  that  for  some  individuals  whose 
duties  require  that  they  travel  extensively,  the  monthly  travel  costs 
frequently  exceed  $200.   Because  the  office  did  not  have  a  contingent 
revolving  fund  to  make  travel  advances ,  some  employees  who  incur  sub- 
stantial travel  expenses  must  borrow  money  before  traveling  or  charge 
all  travel  costs  and  pay  the  charges  after  reimbursement  is  received. 

It  is  not  in  the  best  interest  of  the  state  to  require  employees  to 
use  personal  resources  to  finance  official  state  travel.   There  are 
currently  two  methods  available  for  making  a  travel  advance  -  contingent 
revolving  fund  account  or  the  "expense  advance  to  employees"  account  pro- 
vided in  the  statewide  budgeting  and  accounting  system.   The  Superintendent's 
Office  established  in  September  1972,  a  contingent  revolving  fund  account; 
however,  no  travel  advances  to  employees  had  been  made  through  November 
1972. 

We  believe  the  Superintendent's  Office  should  consult  with  the  State 
Department  of  Administration  to  establish  a  system  of  travel  advances  for 
employees  who  travel  extensively. 

RECOmENDATIOJ^ 

We  reaornmend  that  the  Superintendent's  Office  consult  with  the 

State  Department  of  Administration  to  establish  a  system  of 

employee  travel  advances. 
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Travel  Reimbursements  to  Advisory  Council  Members 

Section  82A-110,  R.C.M.  1947,  provides  that: 

"Each  member  of  an  advisory  council  may,  unless  he  is  a  full- 
time  salaried  officer  or  employee  of  this  state,  be  paid  in 
an  amount  .  .  .  not  to  exceed  twenty-five  dollars  ($25)  for 
each  day  .  .  .  and  shall  also  be  reimbursed  for  actual  and 
necessary  expenses  incurred  while  in  the  performance  of  council 
duties.   Members  who  are  full-time  salaried  officers  or  employees 
of  this  state  may  not  be  compensated  for  their  service  as  members, 
but  shall  be  reimbursed  for  their  expenses."    (Emphasis  added) 

During  the  course  of  our  examination  we  noted  that  the  Superintendent's 

advisory  council  for  one  federal  program  included  two  state  employees. 

These  two  advisory  council  members  had  received  reimbursement  for  travel  on 

an  actual  and  necessary  basis,  as  opposed  to  a  per  diem  basis,  and  the 

amount  reimbursed  was  more  than  would  have  been  reimbursed  on  a  per  diem 

basis. 


Insofar  as  we  could  determine,  there  is  no  legal  authority  to  pay  state 
employees  such  as  these  on  any  basis  other  than  a  per  diem  basis.   Although 
Section  82A-110,  R.C.M.  1947,  specifies  that  state  employees  serving  on 
advisory  councils  are  to  be  reimbursed  for  their  expenses,  Section  59-538, 
R.C.M.  1947,  limits  this  reimbursement  to  prescribed  amounts.   As  a  conse- 
quence, we  believe  state  employees  serving  on  advisory  councils  should  be 
limited  to  expenses  reimbursed  on  a  per  diem  basis  in  accordance  with 
Section  59-538,  R.C.M.  1947. 

RECOMMENDATION 

We  recommend  that  the  Superintendent's  Office   limit  travel 
reimbursements  to  state  employees  who  serve  on  advisory 
oounails  to  that  allowed  by  Section  59-528,   R.C.M.    1947. 
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Credit  Card  Telephone  Calls 

Our  review  disclosed  that  numerous  employees  of  the  Superintendent's 
Office  make  long  distance  telephone  calls  to  their  residences  at  state 
expense.   We  recognize  that  on  occasion  calls  to  employees'  residences 
may  be  of  a  business  nature.   However,  due  to  the  large  volume  of  long 
distance  calls  by  a  number  of  different  employees,  state  business  may 
not  be  the  reason  for  the  calls.   For  example,  during  a  seven-month 
period  from  December  1971  through  June  1972,  we  identified  65  telephone 
calls  made  by  17  different  employees  to  their  residences.   The  cost  of 
these  calls  ranged  from  $0.40  to  $7.59.   Personal  telephone  calls  are 
not  an  ordinary  and  necessary  expense  of  the  state,  and  the  Superintendent's 
Office  has  not  formal  policy  statement  allowing  this  practice. 

Although  it  is  difficult  to  identify  the  reasons  for  each  of  the  calls 
because  such  information  is  not  recorded,  we  found  that  the  Superintendent's 
Office  does  not  review  the  telephone  billings  to  any  extent  to  verify  that 
the  calls  were  made  for  business  purposes.   We  believe  that  long  distance 
telephone  calls,  whether  made  on  credit  cards  or  direct,  should  be  recorded. 
The  record  should  include  the  name  of  the  person  called  and  placing  the 
call,  the  reason  for  the  call,  the  estimated  time,  etc.   These  records 
should  subsequently  be  compared  to  the  telephone  bills  and  reviewed  to 
assure  that  the  calls  were  for  state  business. 

RECOMMEmATIOI^ 

We  recommend  that  the  Superintendent's  Office: 

1.  Require  all  employees  to  record  long  distance  telephone 
calls  chargeable  to  the  state  on  a  form  designed  for 
that  purpose. 

2.  Establish  review  procedures  to  verify  that   long  distance 

telephone  bills  to  the  Superintendent's  Office  are  for 

state  business . 
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Utilization  of  Agency  Owned  Vehicles 

The  Superintendent's  Office  owns  16  vehicles,  including  trucks,  special 
purpose  vehicles,  and  passenger  cars.   For  the  most  part,  these  vehicles 
were  purchased  with  federal  program  moneys  and  are  used  by  the  employees 
responsible  for  the  operation  of  the  respective  federal-state  programs. 
Adequate  expense  records  and  logs  on  vehicle  utilization  were  not  main- 
tained to  determine  the  cost  per  mile  to  operate  these  vehicles.   One 
program  using  agency  vehicles  maintains  logs  on  its  two  vehicles,  which 
showed  the  date,  traveler's  destination,  mileage,  and  initials  of  the 
employee.   However,  the  cost  of  operating  the  vehicles  is  not  accumulated. 
As  a  consequence,  an  effective  evaluation  of  the  utilization  of  these  or 
other  agency  vehicles  cannot  be  made. 

In  order  to  assure  adequate  utilization,  to  control  unauthorized  use, 
and  to  determine  the  economies  received  from  operating  their  own  vehicles, 
we  believe  that  the  Superintendent's  Office  should  maintain  vehicle 
utilization  and  cost  records.   Such  information  is  not  only  valuable  for 
measuring  utilization,  but  is  also  necessary  to  determine  whether  motor 
pool  vehicles  could  be  utilized  at  a  lower  cost  than  would  result  from 
purchasing  and  operating  vehicles  outside  the  state  motor  pool  system. 

RECOMMENDATION 

We  recommend  that  the  Superintendent's  Office  establish  vehicle 

records  which  show  vehicle  utilization  as  well  as  vehicle 

maintenance  and  operation  costs. 

PAYROLL 

The  Superintendent's  Office  basically  operates  its  own  payroll  system, 
and  is  not  on  the  central  payroll  system  of  the  state.   The  Superintendent's 
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Office  prepares  its  own  payroll  data,  processes  the  information  through 
its  own  computer,  prints  the  necessary  payroll  reports,  and  allocates  the 
payroll  costs  to  the  various  programs.   The  actual  payroll  warrants  are 
prepared  by  the  Department  of  Administration,  using  the  state's  "all 
purpose"  warrants,  as  opposed  to  the  payroll  warrants  used  for  most  other 
state  employees. 

As  of  June  30,  1972,  the  Superintendent's  Office  had  166  employees, 
including  89  professional  personnel  and  77  support  staff.   Payroll  expendi- 
tures, including  wages,  salaries,  and  employee  benefits,  totaled  $2,001,966 
for  the  1971-72  fiscal  year.   The  payroll  expenditures  represented  about 
63%  of  the  total  administrative  costs  incurred  by  the  Superintendent's  Office. 
Central  Payroll  System 

Chapter  95,  Section  1,  of  the  1969  Session  Laws,  states: 

"The  state  auditor  shall  install  and  operate  a  uniform  state 
central  payroll  system  for  all  state  agencies.   The  auditor 
may  provide  for  the  orderly  inclusion  of  state  agencies  into 
such  a  system,  and  may  make  exceptions  from  the  operation 
thereof  for  such  periods  as  he  determines  necessary." 

The  Superintendent's  Office  indicated  that  they  did  not  want  to 

participate  in  the  central  payroll  system,  and  in  October  1969,  were 

granted  an  exclusion  by  the  State  Auditor's  Office.   The  correspondence 

between  the  Superintendent's  Office  and  the  State  Auditor  indicates  that 

the  primary  reasons  for  exclusion  were: 

1.  The  inability  of  central  payroll  to  provide  the  necessary 
payroll  reports. 

2.  The  inability  of  central  payroll  to  distribute  the  payroll 
costs  to  the  various  programs. 

3.  The  Superintendent's  Office  would  incur  additional  costs, 
primarily  because  of  1  and  2  above. 
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The  Superintendent's  present  system  produces  17  payroll  and  payroll 
related  reports.   Our  analysis  of  these  reports  and  discussions  with  per- 
sonnel from  the  central  payroll  system  revealed  that  the  central  payroll 
system  can  provide  the  same  information,  although  in  some  cases  it  may  be 
in  a  different  format. 

Prior  to  the  implementation  of  the  statewide  budgeting  and  accounting 
system,  the  central  pajnroll  system  was  unable  to  distribute  payroll  costs 
to  the  various  programs.   As  a  result,  it  would  have  been  necessary  for 
the  Superintendent's  Office  to  make  their  own  distribution.   This,  however, 
would  not  have  been  an  additional  task  in  that  the  Superintendent's  Office 
already  distributes  the  payroll  through  their  own  system.   Regardless, 
central  payroll  can  presently  distribute  payroll  costs  to  a  greater  extent 
than  is  presently  required  by  the  Superintendent's  system. 

Insofar  as  costs  are  concerned,  we  estimate  that  the  payroll  system 
operated  by  the  Superintendent's  Office  costs  about  $581  a  month.   This 
consists  of  $129  a  month  pro  rata  charge  for  issuing  the  warrants  through 
the  State  Auditor's  Office  and  $452  for  in-house  data  processing  costs. 
The  current  charges  under  central  payroll  would  cost  about  $124  a  month, 
or  reduced  payroll  costs  of  over  $400  per  month.   By  utilizing  the  services 
of  central  payroll  there  would  be  no  need  for  processing  the  payroll  through 
the  Superintendent's  computer,  printing  the  various  payroll  reports,  and 
distributing  the  payroll  to  the  program  levels.   This  would  increase  the 
computer  time  available  for  other  activities  and  reduce  the  workload  of 
the  payroll  clerk  and  the  time  spent  by  other  staff  members  in  the  account- 
ing section,  all  of  which  would  result  in  reduced  payroll  costs  not  included 
in  the  above  figures. 

Utilization  of  central  payroll  would  eliminate  some  time-consuming 
tasks  presently  being  accomplished  by  the  payroll  clerk.   These  include 
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matching  the  warrants  with  the  payroll  withholding  slips  for  each  employee 
and  matching  and  recording  the  appropriate  warrant  numbers  with  the  name 
of  each  employee.   The  central  payroll  system  provides  a  withholding  stub 
as  a  part  of  the  payroll  warrant  and  issues  a  report  which  matches  the 
payroll  warrant  numbers  with  the  name  of  the  employee. 

Utilization  of  central  payroll  would  also  eliminate  a  current  practice 
of  processing  the  necessary  employee  attendance  data  before  the  employee 
actually  renders  the  service,  which  is  unnecessary  and  unacceptable.   The 
Superintendent's  Office  employees  are  paid  monthly,  and  current  procedures 
provide  for  processing  the  payroll  on  the  17th  of  the  month.   Consequently, 
changes  in  employee  status  between  the  17th  and  the  end  of  the  month  must 
be  handled  on  an  exception  basis.   The  payroll  clerk,  for  example,  must 
identify  terminated  employees  and  make  individual  arrangements  for  the 
terminated  employee  to  pay  back,  by  personal  check  or  cash,  wages  that 
were  not  earned  but  paid  during  the  month.   The  receiving  of  such  a  payment 
by  the  payroll  clerk  from  a  terminated  employee  also  creates  an  internal 
control  problem  in  that  the  payroll  duties  are  not  segregated.   The  payroll 
clerk,  in  addition  to  initiating  the  payroll  source  data  and  distributing 
the  payroll  warrants,  also  receives  and  deposits  payments  from  employees. 
The  utilization  of  the  central  payroll  system  would  eliminate  the  need  for 
any  of  these  procedures  because  under  the  central  payroll  system,  the 
payroll  is  processed  and  the  employees  are  paid  after  the  services  are 
rendered. 

The  Superintendent's  Office  also  incurs  additional  costs  by  issuing 
more  than  one  warrant  to  one  employee  for  the  pay  period.   In  fact,  at  one 
time  during  our  examination,  45  employees  were  receiving  two  or  more  warrants 
each  pay  period.   This  resulted  in  additional  processing  and  handling  costs. 
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This  practice  has  recently  been  eliminated  but  would  not  have  been  neces- 
sary at  the  outset  had  the  Superintendent's  Office  been  utilizing  the 
central  payroll  system. 

The  central  payroll  system  is  now  processing  the  payroll  of  several 
large  state  agencies,  such  as  the  Department  of  Highways  and  the  Department 
of  Fish  and  Game.   We  believe  the  central  payroll  system  has  the  capacity 
to  adequately  handle  the  Superintendent's  Office  payroll  and  that  there 
are  no  basic  reasons  why  this  cannot  be  immediately  accomplished. 

RECOMMENDATION 

We  recommend  that  the  Superintendent  's  Office  confer  with  the 
State  Department  of  Administration  and  Office  of  the  State 
Auditor  to  place  the  payroll  of  the  Superintendent's  Office 
on  the  central  payroll  system. 

Segregation  of  Duties 

The  payroll  clerk  is  in  complete  control  of  all  aspects  of  payroll 
procedures  from  initiating  the  source  information  for  processing  to  dis- 
tributing the  warrants  to  the  employees.   The  payroll  clerk  sets  up  all 
employee  information  to  be  placed  on  the  data  processing  master  file. 
She  records  any  changes  during  the  month  and  the  hours  worked  by  employees. 
She  is  in  control  of  encumbering  and  making  transfers  from  the  Superinten- 
dent's accounts  to  the  State  Auditor's  payroll  clearing  account.   She 
transports  the  data  source  cards,  with  employee  information  for  monthly 
warrants,  to  the  State  Central  Data  Processing  Bureau  to  have  the  warrants 
printed. 

Our  review  also  disclosed  that  the  payroll  clerk  had  complete  control 
of  the  warrants  and  was  responsible  for  distributing  them  to  the  employees. 
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This  consisted  of  hand  delivering  the  warrant  to  the  particular  employee 
or  a  co-worker,  mailing  the  warrant  to  the  employee,  or  depositing  the 
warrant  in  the  employee's  bank  account.   On  occasion,  the  payroll  clerk 
deposits  the  warrant  at  the  bank  and  receives  and  returns  cash  to  the 
employee.   In  our  opinion,  procedures  such  as  these  do  not  provide  for 
adequate  or  proper  control  of  state  money.   The  distributing  function 
should  not  be  the  responsibility  of  the  employee  who  initiates  the  payroll. 

The  Superintendent's  Office  employs  about  200  additional  employees 
during  the  summer.   These  employees  work  in  several  different  counties 
throughout  the  state  instructing  and  teaching  at  the  migrant  children's 
projects.   Although  the  migrant  children's  program  is  federally  financed, 
the  payroll  is  paid  through  the  Superintendent's  Office.   The  same  basic 
internal  control  problems  exist  in  the  processing  of  the  migrant  payroll 
as  exist  in  the  processing  of  the  regular  payroll  discussed  above.   The 
project  directors  are  also  submitting  the  hours  worked  to  the  program 
accountant.   The  program  accountant  is  then  responsible  for  inputting 
the  source  data  for  payroll  purposes,  recording  the  transactions,  and 
receiving  the  warrants.   The  program  accountant  mails  the  warrants  directly 
to  the  project  directors  at  each  location,  who  distribute  the  warrants  to 
the  staff. 

Salary  payments  should  be  controlled  and  distributed  by  someone  other 
than  the  person  responsible  for  submission  of  input  data.   The  program 
accountant  has  no  need  to  handle  the  warrants.   If  it  is  not  practical 
for  someone  other  than  the  project  directors  to  distribute  the  warrants 
on  a  routine  basis,  the  warrants  should  be  periodically  distributed  by 
another  employee,  such  as  the  project  director's  supervisor. 
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RECOMMEWATIOl^ 

We  veoommend  that  the  Superintendent  's  Office  segregate  payroll 

duties  so  that  persons  responsible  for  payroll  preparation  do 

not  have  access  to  payroll  warrants. 

Participation  in  Teachers'  Retirement  System 

Section  75-6209,  R.C.M.  1947,  defines  the  persons  who  shall  be  active 
members  of  the  teachers'  retirement  system.   The  definition  Includes  "Any 
person  employed  in  an  Instructional  services  capacity  by  the  office  of  the 
superintendent  of  public  instruction,  the  office  of  a  county  superintendent, 
.  .  .  ."   (Emphasis  added)   The  statute  further  provides  that  "At  any  time 
a  person's  eligibility  to  become  a  member  of  the  retirement  system  is  in 
doubt,  the  retirement  board  shall  determine  his  eligibility  for  membership." 

Although  the  term  "instructional  services  capacity"  has  not  been 
defined,  we  noted  several  instances  where,  in  our  opinion,  the  eligibility 
of  certain  employees  on  the  staff  of  the  Superintendent's  Office  is  in  doubt. 
We  found,  for  example,  that  the  following  personnel  were  or  are  members  of 
the  Teachers'  Retirement  System:   the  executive  assistant  to  the  Superintendent, 
the  supervisor  of  data  processing,  the  supervisor  of  teacher  certification, 
and  the  supervisor  and  assistant  supervisor  of  the  food  services.   Numerous 
other  employees  at  a  similar  level  such  as  the  assistant  to  the  superintendent, 
the  supervisor  of  information  services,  and  the  current  supervisor  of  teachers' 
certification,  are  not  members  of  the  Teachers'  Retirement  System. 
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We  were  advised  that  some  of  the  personnel  shown  above  were  in  the 
teaching  profession  and,  upon  joining  the  Superintendent's  Office  staff, 
continued  as  members  of  the  system.   Insofar  as  we  could  determine,  there 
is  no  basis  in  law  for  this  practice,  i.e.,  for  individuals  to  continue 
as  members  of  the  Teachers'  Retirement  System  simply  because  they  were 
once  teachers. 

The  inclusion  of  ineligible  employees  on  the  Teachers'  Retirement  System 
would  increase  the  costs  to  the  state  over  what  the  costs  would  ordinarily 
be  through  inclusion  in  the  Public  Employees'  Retirement  System.   The  follow- 
ing table  reflects  the  difference  in  contributions  between  the  two  systems. 

Teachers'      Public  Employees' 
Retirement  System  Retirement  System 

Employee  share  5%  5.75% 

Employer  share  5.1375%  4.6  % 

As  can  be  seen  above,  the  employer's  contribution  to  the  Teachers' 
Retirement  System  is  significantly  higher  than  the  employer's  contribution 
to  the  Public  Employees'  Retirement  System.   Because  of  this  we  believe 
that  the  Superintendent's  Office  should  consult  with  the  Teachers'  Retire- 
ment Board  to  ascertain  that  its  employees  qualify  in  an  "instructional 
services  capacity"  and  whether  they  are  eligible  for  continued  membership 
in  the  Teachers'  Retirement  System. 

RECOMMENDATION 

We  recommend  that  the  Superintendent 's  Office  consult  with  the 
Teachers  '  Retirement  Board     to  determine  whether  its  employees 
are  eligible  for  continued  membership  in  the  Teachers  '  Retirement 
System. 
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DUPLICATING,  COPYING,  AND  MICROFILM  SERVICES 
Multllith  Services 

The  Superintendent's  Office  has  for  the  past  several  years  operated  a 
multilith  service  in  the  basement  of  the  capitol.   During  the  1971-72  fiscal 
year,  office  records  show  that  this  operation  produced  approximately  2,450,000 
sheets  of  copy  (pages) .   The  multilith  services  primarily  prepare  bulletins, 
teaching  aids,  and  manuals,  most  of  which  are  sent  to  the  more  than  700 
school  districts  in  the  state.   The  multilith  services  unit  has  six  pieces 
of  equipment  purchased  at  a  total  cost  of  $7,739.   One  machine  formerly 
used  to  make  masters  is  no  longer  used  because  the  Department  of  Admini- 
stration's central  duplicating  service  can  make  the  masters  at  a  reduced 
cost. 

The  operation  of  duplicating  and  copying  services  is  governed  by  state 
law.   Section  82-3306,  R.C.M.  1947,  provides  that: 

"The  (state)  controller  shall  maintain  and  supervisr  any  central 
mailing,  data  processing,  duplicating  and  copying  facilities  for 
state  agencies  in  the  capitol  area  ....   Within  these  regu- 
lations the  controller  shall  supervise  the  procurement  and  loca- 
tion of  the  herein  named  equipment  for  all  state  agencies." 
(Emphasis  added) 

The  State  Department  of  Administration  therefore  is  directed  by  statute  to 

maintain  and  supervise  the  Superintendent's  Office  multilith  services  and 

control  its  utilization.   Presently  this  is  not  being  accomplished,  although 

the  Department  of  Administration  currently  operates  a  central  duplicating 

service  for  other  state  agencies  from  facilities  which  are  immediately 

adjacent  to  the  Superintendent's  Office  multilith  service.   In  this  regard, 

we  were  informed  by  responsible  personnel  that  the  Superintendent's  Office 

has  three  major  objections  to  utilization  of  the  central  duplicating  service. 

First  of  all,  we  were  advised  that  central  duplicating  service  may  cost  more 

than  the  Superintendent's  Office  present  operation  and,  secondly,  the  central 
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duplicating  service  may  not  be  able  to  complete  the  jobs  on  a  timely  basis. 
The  third  complaint  is  that  the  central  duplicating  service  copies  are  not 
consistently  of  the  quality  that  the  Superintendent  needs. 

Our  review  disclosed  that,  with  the  exception  of  very  small  jobs,  the 
service  provided  by  central  duplicating  would  cost  the  Superintendent's  Office 
less  than  their  own  operation.   The  following  schedule  reflects  the  estimated 
cost  of  various  size  multilith  jobs  done  by  the  Superintendent's  Office, 
as  compared  with  the  estimated  cost  if  the  job  had  been  done  by  the  central 
duplicating  service.   Estimates  are  necessary  from  the  standpoint  that  actual 
costs  are  not  available. 

Estimated  Cost 


Superintendent 
Office 

s  Central 
Duplicating 

Difference 

1. 

1  Master,  75 

copies 

= 

75  pages 

$ 

.07 

$ 

.80 

$   (.73) 

2. 

100 

Masters, 

100  copies  =  10,000 

pages 

94.00 

110.00 

(16.00) 

3. 

22 

II 

250 

II 

=  5,500 

II 

51.70 

58.20 

(6.50) 

A. 

2 

If 

3,500 

11 

=  7,000 

II 

65.80 

68.60 

(2.80) 

5. 

12 

II 

1,500 

II 

=  18,000 

II 

169.20 

141.60 

27.60 

6. 

4 

II 

3,500 

II 

=  14,000 

II 

131.60 

116.20 

15.40 

7. 

21 

II 

2,000 

II 

42,000 

II 

394.80 

325.80 

69.00 

8. 

13 

11 

2,000 

1? 

=  26,000 

11 

244.40 

203.40 

41.00 

9. 

5 

II 

2,000 

It 

=  10,000 

II 

94.00 

81.00 

13.00 

10. 

116 

11 

85 

II 

=  9,860 

II 

92.68 

134.80 

(42.12) 

11. 

38 

II 

2,000 

II 

=  76,000 

II 

714.40 

615.60 

98.80 

12. 

171 

It 

200 

II 

=  34,200 

II 

342.00 

346.50 

(4.50) 

13. 

2 

II 

30,000 

" 

=  60,000 

II 

564.00 

408.00 

156.00 

14. 

319 

1,000 

11 

=319,000 

2 
$5 

,998.60 
,957.75 

2 

$5 

,400.00 
,010.50 

598.60 
$946.75 

-40- 


Although  it  appears  that  for  smaller  jobs  the  cost  per  copy  is  less, 
it  is  obvious  that  it  would  take  a  considerable  number  of  small  jobs  to 
recoup  the  savings  lost  on  the  larger  jobs.   In  this  regard,  we  analyzed 
a  recent  nine-month  period  (December  1971  through  August  1972)  in  which 
2,271,984  pages  were  made  by  the  Superintendent's  Office  and  found  that 
89  percent  of  the  work  (2,015,581  pages)  represented  jobs  requiring  5,000 
or  more  pages.   This  shows  that  the  number  of  small  jobs  in  relation  to 
the  total  number  of  copies  is  rather  minimal. 

In  addition  to  the  apparent  cost  savings  that  would  result  from  the 
use  of  central  duplicating,  we  found  that  central  duplicating  could  complete 
the  jobs  as  fast  or  faster  than  the  Superintendent's  Office.   For  example, 
we  noted  that  for  one  large  job  (shown  above  as  last  job  on  schedule) ,  it 
took  over  three  weeks  to  just  do  the  collating,  in  addition  to  the  dupli- 
cating time.   The  central  duplicating  service  supervisor  advised  us  that 
his  unit  could  have  completed  the  job  in  8-10  hours,  primarily  because  of 
the  types  of  equipment  used.   The  Superintendent's  Office  duplicating 
machine  is  a  single  head  printer,  which  means  that  any  job  requiring  print- 
ing on  both  sides  of  the  page  must  be  run  twice.   Central  duplicating  uses 
a  double  head  printer.   The  Superintendent's  Office  has  an  8-bin  collator, 
which  is  inadequate  for  larger  jobs,  while  central  duplicating  on  the  other 
hand  has  two  310-bin  collators. 

With  respect  to  the  ability  of  the  central  duplicating  service  to  com- 
plete the  jobs  on  a  timely  basis,  our  review  of  jobs  completed  for  other 
agencies  indicates  that  there  is  no  problem  in  this  area.   The  records  we 
examined  disclosed  that  the  central  duplicating  service  has  been  able  to 
complete  jobs  for  other  state  agencies  requiring  about  7,000  to  60,000  pages 
as  fast  or  faster  than  similar  size  jobs  done  by  the  Superintendent's  Office. 
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We  made  no  specific  comparisons  of  the  quality  of  the  copies  made  by 
the  two  duplicating  services.  However,  the  central  duplicating  service 
is  providing  a  substantial  volume  of  service  to  other  state  agencies  without 
any  apparent  significant  deficiencies  in  quality. 

An  additional  factor  which  should  be  considered  is  the  condition  of 
the  present  equipment  used  by  the  Superintendent's  Office.   The  major  pieces 
of  equipment  are  obsolete  or  nearly  obsolete,  and  we  understand  that  the 
purchase  of  new  machines  is  being  contemplated  by  the  Superintendent's  Office, 
We  believe  that  acquisition  of  new  equipment  by  the  Superintendent's  Office 
is  unnecessary  since  the  central  duplicating  service  can  adequately  perform 
the  same  service.   The  central  duplicating  supervisor  advised  us  that  his 
unit  could  use  the  Superintendent's  Office  equipment  on  some  of  its  smaller 
jobs. 

In  our  opinion,  the  entire  multilith  operation  of  the  Superintendent's 
Office  should  be  transferred  to  the  Department  of  Administration. 

RECOMMENDATION 

We  Tecommend  that  the  Superintendent 's  Office,   in  conjunction 
with  the  State  Department  of  Administration^   evaluate  the 
feasibility  of  transferring  the  Superintendent's  multilith 
service  to  the  central  duplicating  service  unit  of  the 
Department  of  Administration. 

Copying  Services 

The  employees  of  the  Superintendent's  Office  do  daily  routine  copying 
on  three  copiers  located  in  the  various  offices  in  Helena.   Two  of  the 
copiers,  located  in  the  capitol  and  the  11th  Avenue  office,  are  leased 
directly  from  the  vendor  by  the  Superintendent's  Office.   The  other  machine 
is  shared  with  other  state  agencies  in  the  Mitchell  Building  and  controlled 
by  the  State  Department  of  Administration. 
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The  copier  located  in  the  capitol  has  reducing  capability  and  is  leased 
for  a  higher  monthly  rate  than  the  other  leased  machine.  Utilization  records 
are  not  maintained  to  show  the  extent  of  use  of  the  reducing  feature;  however, 
we  were  advised  by  responsible  personnel  that  it  was  not  used  on  a  regular 
and  recurring  basis  by  any  unit  within  the  Superintendent's  Office. 

During  the  course  of  our  review  we  made  a  cost  comparison  of  the  two 
machines  leased  directly  from  the  vendor.   We  found  that  the  copier,  without 
the  reducing  feature,  costs  the  Superintendent's  Office  about  $0,045  per 
copy  to  operate,  while  the  machine  with  the  reducing  feature  costs  the 
Superintendent's  Office  about  $0.07  per  copy  to  operate.   Based  on  1971-72 
cost  data,  the  same  number  of  copies  could  be  produced  on  the  machine  without 
the  reducing  feature  for  approximately  $4,300  less. 

The  central  duplicating  service  unit  of  the  Department  of  Administration 
has  reducing  equipment  and  provides  this  service  to  state  agencies.   We 
believe  that  the  Superintendent's  Office  should  evaluate  the  need  for  this 
reducing  feature  and  consult  with  the  Department  of  Administration  with 
respect  to  the  continued  operation  of  this  and  other  copier  machines. 

RECOMMEWATION 

We  recommend  that  the  Superintendent's  Office  evaluate  the  need 
for  the  reducing  feature  on  the  more  expensive  copier  and  con- 
sult with  the  State  Department  of  Administration  with  respect 
to  continued  operation  of  copying  machines . 

Copy  Service  Overbilling 

In  examining  the  billings  for  the  large  copy  machine  leased  and  used 
by  the  Superintendent's  Office  in  the  capitol,  we  noted  a  discrepancy  in 
the  billing. 
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In  December  1971,  the  Superintendent's  Office  was  billed  for  116,417 
copies  at  a  total  cost  of  $2,286.   According  to  the  billing  document 
prepared  by  the  copy  machine  company,  the  counter  device  in  the  machine 
had  a  reading  of  221,573,   Almost  a  year  later,  in  September  1972,  we 
noted  that  the  counter  device  had  a  reading  of  only  203,752.   In  other 
words,  the  counter  device  used  to  determine  the  amount  billed  was  lower 
than  a  year  earlier  when  the  billing  was  paid. 

Billings  for  copy  service  are  supposed  to  be  based  on  a  reading  of 
the  counter  device  taken  by  the  Superintendent's  Office  and  submitted  to 
the  copy  machine  company  each  month.   Irrespective  of  this,  the  Superin- 
tendent's Office  has  not  submitted  readings  monthly.   As  a  consequence. 


neither  the  employees  of  the  Superintendent's  Office  nor  a  representative 
of  the  copy  machine  company  could  explain  why  the  December  1971  billing 
showed  a  higher  count   than  the  count  shown  on  the  machine  in  September  1972, 
Consequently,  it  appears  that  the  Superintendent's  Office  was  overbilled  for 
copy  services  in  December  1971,  and  that  no  adjustment  had  been  made  in  the 
interim, 

RECOMMENDATION 

We  reoorrmend  that  the  Superintendent's  Office: 

1.  Seek  adjustment  for  the  apparent  overpayment  in 
December  1971. 

2.  Establish  the  procedures  necessary  to  assure  that 
an  accurate  counter  device  reading  is  made  and 
submitted  monthly  and  that  the  billings  are  not 
paid  unless  substantiated  by  an  accurate  reading. 
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Mlcrof llminR  and  Record  Retention 

The  Superintendent's  Office  has  invested  about  $4,800  in  microfilming 
equipment  since  1963.   During  that  time  various  documents,  records,  and 
reports  have  been  microfilmed  without  establishing  any  basis,  standards,  or 
obvious  criteria  for  identifying  or  determining  the  types  of  documents  that 
should  be  filmed.   Consequently,  the  documents  have  been  filmed  on  time 
available  basis  and  without  any  apparent  need. 

A  study  conducted  in  California  indicates  that  microfilming  may  not  be 
the  most  economical  means  of  retaining  records.   The  study  brought  out  two 
interesting  points.   One,  that  the  utilization  of  office  space  to  store 
the  hard  copies  is  less  expensive  than  microfilming  for  record  retention 
up  to  the  first  seven  years.   Second,  the  use  of  a  record  retention  center 
may  be  less  expensive  than  microfilming  up  to  a  period  of  40  years.   A 


federal  government  handbook  supports  this  position  in  that  the  cost  of 
storing  one  cabinet  of  records  in  a  record  retention  center  is  $3.60  per 
year,  whereas  the  cost  of  microfilming  ranges  from  $50  to  $150  per  file 
cabinet.  We  do  not  present  this  material  to  impose  a  criteria  or  standard 
for  microfilming  but  merely  to  emphasize  the  need  for  planning  and  study 
before  equipment  is  purchased  and  a  microfilming  system  is  implemented. 
The  Superintendent's  Office  microfilms  the  following  documents: 

1.  School  district  budgets  and  reports. 

2.  School  district  census. 

3.  Accreditation  letters. 

4.  Teacher  certificates. 

5.  Minutes  of  the  Board  of  Education. 

6.  All  multilith  runs. 
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The  school  districts'  budgets  and  reports  used  primarily  for  the 
distribution  of  state  equalization  aid  are  retained  for  seven  years, 
microfilmed,  and  destroyed.   The  Superintendent's  Office  could  not  provide 
any  reasons  or  basis  for  microfilming  these  documents. 

The  school  district  census,  used  primarily  to  distribute  trust  income, 
are  microfilmed  after  three  years  and  the  hard  copies  are  destroyed.   The 
only  subsequent  use  of  the  records  cited  to  us  is  that  on  occasion  the 
census  information  is  used  to  verify  birthdates  of  individuals  upon  request. 

The  school  accreditation  letters  notify  the  school  districts  whether 
or  not  they  are  in  compliance  with  school  accreditation  standards.   We 
were  advised  that  the  letters  should  be  retained  for  about  five  years  and 
there  is  no  need  to  microfilm  the  letters  before  they  are  destroyed. 

The  regular  teacher  certificates  issued  prior  to  1954  have  been  micro- 
filmed and  destroyed.   We  were  advised  that  the  present  method  of  filming 
teacher  certificates  does  not  assist  in  the  operation  because  the  films  are 
on  rolls  and  access  to  an  individual  certificate  is  difficult.   Therefore, 
it  is  necessary  to  retain  the  hard  copies  for  extended  periods  of  time. 

The  Board  of  Education  minutes  and  the  multilith  runs  are  microfilmed 
and  the  hard  copies  are  retained.   The  hard  copies  of  the  Board  of  Education 
minutes  are  bound  and  retained.   We  could  ascertain  no  reason  for  microfilming 
these  documents,  especially  microfilming  every  guideline,  manual,  etc., 
which  is  multilithed  and  sent  to  school  districts. 

The  legislature  has  directed  the  State  Department  of  Administration  to 
establish  and  administer  an  active,  continuing  program  for  the  economical 
and  efficient  management  of  state  records.   In  this  regard,  the  department 
is  working  with  the  State  Historical  Society  to  develop  a  state  records 
management  program  and  has  requested  that  all  agencies  identify  and  submit 
an  inventory  of  their  records.   We  were  advised  that  the  Superintendent's 
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Office  is  currently  preparing  this  inventory  of  records.   Since  by  statute 
the  Department  of  Administration  is  responsible  for  establishing  and  manag- 
ing a  records  management  program,  we  believe  that  the  Superintendent's  Office 
should  discontinue  the  current  effort  of  microfilming  and  consult  with  the 
Department  of  Administration  to  establish  a  basis  or  criteria  to  determine 
what  types  of  records,  reports,  and  documents  should  be  microfilmed.  We 
also  believe  that  in  the  future  a  microfilming  operation  should  be  centrally 
established  under  the  Department  of  Administration  record  management  program, 
and  there  should  be  no  need  for  each  agency,  including  the  Superintendent's 
Office,  to  retain  microfilming  capability.   The  retention  of  such  capability 
does  not  promote  full  and  efficient  use  of  equipment  and,  in  our  opinion, 
results  in  the  arbitrary  selection  of  documents  to  be  microfilmed  without 
a  firm  basis  or  standard. 

RECOMMEWATION 

W  recommend  that: 

1.  The  Superintendent's  Office: 

(a)  Discontinue   the  practice  of  microfilming  its 
records,   reports,  and  other  documents. 

(b)  Consult  with  the  Department  of  Administration 

to  establish  a  basis  or  standard  for  identifying 
the  types  of  records,   etc.,    that  should  be  micro- 
filmed, 
(o)   Consult  with  the  Department  of  Administration  to 
transfer  the  microfilming  equipment  and  operation 
to  the  Department  of  Administration  under  the 
control  of  a  records  retention  program. 

2.  The  State  Department  of  Administration  undertake  a  program 

to  centralize  records  retention  service  for  all  state 

executive  branch  agencies. 
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Self-Supporting  Film  Library 

The  Superintendent's  Office  operates  a  film  library  which  is  utilized 
by  schools  and  other  educational  groups  in  the  state.   Films  are  acquired 
for  the  library  generally  through  purchases,  loans,  and  donations.   Section 
75-7511,  R.C.M.  1947,  directs  the  Superintendent's  Office  to  make  the  film 
available  "on  a  charge-free  loan  or  on  a  rental  basis."  Presently  the  film 
library  rents  the  films  for  a  fee  of  $1.00  per  film  per  week.   The  fees 
collected  are  deposited  in  the  General  Fund.   The  film  library  activities 
are  financed  with  moneys  obtained  from  General  Fund  and  Earmarked  Revenue 
Fund  appropriations.   The  following  schedule  reflects  the  financial  history 
of  the  film  library  activities  over  the  past  two  fiscal  years: 

Revenue  Expense       Difference 

1970-71  $  81,889         $165,037       $  83,148 

1971-72  64,401  178,055        113,654 

Total        $146,290         $343.092       $196,802 

The  decrease  in  revenue  may  be  due  to  the  timing  of  the  deposits; 
however,  the  schedule  does  indicate  that  operations  have  not  been  self- 
supporting.   We  believe  it  would  be  appropriate  for  the  Superintendent's 
Office  to  recover  the  costs  of  operation  through  the  rental  fees  charged. 
Based  on  the  past  expenses,  the  fees  would  have  to  be  raised  to  between 
$2.00  and  $3.00  per  film  per  week. 

We  contacted  two  other  states  and  were  informed  that  they  operate 
their  programs  on  a  self-supporting  basis,  and  that  their  basic  rental 
fees  range  between  $4.00  and  $35.00  per  film  per  week. 

RECOMMENDATION 

We  recommend  that  the  Supevintendent  's  Office  aonsi-der  increasing 

the  rental  fees  charged  for  the  use  of  films  from  the  film 

library  to  the  level  necessary  to  recover  the  necessary  costs 

of  the  program. 
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FINAL  COMMENTS 

We  have  reviewed  the  comments  and  recommendations  included  in  this 
report  with  the  State  Superintendent  of  Public  Instruction  and  appropriate 
personnel  on  her  staff.   We  have  also  discussed  the  necessary  material, 
as  pertinent,  with  the  Director  of  the  State  Department  of  Administration. 

We  wish  to  express  our  appreciation  to  those  officials  and  to  the 
staff  of  the  Superintendent  for  their  cooperation  and  assistance. 

Respectfully  submitted, 


December  11,  1972 


/>fi 


'tf^^tu-  .5^il^*-c*e)8*^ 


Morris  L.  Brusett 
Legislative  Auditor 
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